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PREFACE

In June and July 2009, the Bellmon Estimation Studies for Title Il (BEST) team undertook an
analysis aimed at generating recommendations for a Bellmon Determination to be made by
USAID. The purpose of the analysis was to determine that the direct distribution and
monetization of U.S. agricultural commodities provided for use in Liberia during FY2010 through
Title Il meet the criteria set forth in the Bellmon Amendment.
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1. EXECUTIVE SUMMARY

This report presents findings related to both monetization and distribution which will aid in
making a Bellmon determination in advance of a planned FY10 USAID Title 1l funded Multi-Year
Assistance Program (MYAP) in Liberia. This study is based on a desk study and field work
conducted during June and July 2009. Since monetization is likely to fund at least a portion of
these activities, a market analysis of key commodities was conducted. Current food aid
programs were reviewed, potential distribution modalities are outlined and proxy indicators of
additionality investigated in order to estimate the potential impact of a Title lI-funded distributed
food aid program on local production and markets.

1.1 MONETIZATION ANAYLSIS — FINDINGS/RECOMMENDATIONS

Commodities were considered for monetization based on the following criteria:
B Eligibility for export from the US;
B Eligibility for import to the recipient country;
B Significance of domestic demand;
B Whether domestic supply shortfalls are filled through commercial imports and food aid;

B The existence and degree of competition for the purchase of a monetized commodity;
and

B Expectations that fair market prices can be obtained.

Liberia’s top three food commodity imports during 2004-2008 were rice, wheat flour and palm
oil. This BEST study considered four food commodities as potential candidates for monetization:
parboiled rice, vegetable oil, wheat flour and wheat grain.

Due to the highly regulated markets for rice and wheat flour, the government should be strongly
encouraged to both open up bidding to all importers of rice and wheat flour to ensure there is
adequate competition in the buyer market and also to review its policy of setting the prices at
which rice may be sold.

Given the above caveat, up to 3,427 MT of parboiled rice is recommended for monetization,
based on the following: (i) Liberia sources a substantial proportion of its rice through
commercial imports and food aid; (ii) there is market competition (5 major traders and at least 8
commercial importers and buyers), though the market is regulated; and (iii) to foster greater
competition and ensure prices at fair market value can be obtained, the market for monetized
parboiled rice should be opened up to other rice importers. At current prices and estimated
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volumes, monetization of 10 percent of estimated parboiled rice imports would generate
approximately $2.2 million in funds.

Again with the above caveat, this Bellmon report recommends monetization of up to 1,994 MT
of wheat flour based on the following: (i) Liberia sources all of its flour through commercial
imports and food aid; (ii) there is some market competition (at least 5 buyers), though the
market is regulated; (iii) to foster greater competition and to ensure fair market prices can be
obtained, the monetized wheat flour market should be opened up to other wheat flour importers.

Vegetable oil was monetized twice since 2004, in very small volumes (less than 500 MT)*
Soybean oil is not recommended for monetization, given: (i) insufficient demand for soybean
oil: insufficient volumes of soybean oil are imported, and are inadequate for monetization
purposes; and (ii) lack of competition in the buyer market (the single buyer is an edible oil
packaging company).

It is not recommended that wheat grain be monetized given: (i) no commercial imports of
wheat grain, with food aid imports of bulgur wheat being the only imports; and (ii) lack of
competition in the buyer market: one milling company, the only grain mill in Liberia.

Should the need arise to monetize something other than the maximum volume of parboiled rice
recommended herein for FY10, this Bellmon recommends further investigation into the
feasibility of regional monetization (RM) of wheat grain or rice at any one or more of three
West African ports (the Port of Tema, Abidjan or Dakar), and possibly non-fat dry milk at the
Port of Tema. RM is a legally-compliant alternative for awardees who find themselves operating
in a country with less than fully competitive domestic commodity markets. RM provides
awardees with the option of selling into a market where there is sufficient competition among
buyers in order to increase the likelihood that bids will be at or near import parity. RM can
generate greater revenue for food security activities and thereby increase the efficiencies of the
FFP program. It also provides awardees with a fallback position if a commodity that was initially
recommended for monetization becomes unviable at a later date due to changing market or
policy conditions.

1.2 SUB-NATIONAL DISTRIBUTION ANALYSIS — FINDINGS/RECOMMENDATIONS

The BEST distribution analysis is based on the assumption that a well-designed and executed
food aid program that targets the needs of beneficiaries will have little to no impact on the
market or local production incentives. Once effective application of beneficiary criteria has
accurately identified households in need of food assistance, maximum food security impact and
minimum leakages are ensured when the ration size and composition, as well as the timing and
frequency of ration delivery, correspond most closely to a household’s perceived food needs.

! CRS 2008 Bellmon
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There is broad scope and range for a wide array of Title lI-funded development interventions in
Liberia. For the upcoming MYAP cycle, two modalities for distributed food aid appear most likely
to address these priorities: Food for Work (FFW) and Maternal Child Health Nutrition (MCHN)
interventions, likely in the form of a Prevention of Malnutrition in Children Under Two Approach
(PM2A). To help ensure proposed programs will not result in substantial disincentive or
disruption of markets, the BEST distribution analysis outlines key considerations for the design
of FFW and PM2A activities from a Bellmon perspective. Special emphasis is placed on those
aspects of a PM2A activity which are most important from a Bellmon perspective: (1)
geographic targeting and program coverage; and (2) strategic use of food rations to achieve
maximum impact on nutritional outcomes.

PM2A Geographic Targeting and Program Coverage

PM2A presents both an opportunity for long-term human capital investment and a unique
challenge to avoid disincentives in the short-to-medium term. While the traditional recuperative
approach targets children who are already malnourished and may have severe, irreversible
physical and cognitive damage, the PM2A provides food aid to all pregnant and lactating
mothers, and all children between the ages of 6 to 24 months within a target geographic area
regardless of wealth status or household food needs. Because the key PM2A targeting criteria
are based on a child’'s age and a women’s physiological status, rather than on an estimated
household food deficit, the program has greater potential to provide food aid to households for
whom the food aid would not represent additional consumption. Initial geographic targeting of
areas with a greater proportion of food-deficit households will help avoid disruption of local
production and markets.

There are no current Title Il awardees implementing MCHN programs in Liberia. Therefore, it is
difficult at this stage to anticipate what geographic coverage or ration might be proposed for
distribution should a MYAP propose a PM2A program. Beneficiary targeting will likely focus on
regions identified as chronically food insecure in the USAID Food Security Country Framework
(FSCF) for Liberia for FY2010-2014.

To provide additional geographic targeting guidance, this analysis uses two proxy indicators of
additionality (percentage of households classified as either “food insecure” or “highly vulnerable”
to food insecurity’ and the prevalence of chronic malnutrition in children under five. The
composite indicator of food consumption and food access, and chronic malnutrition in children
under five are the best available indicators of the relative absorptive capacity of food aid at the
sub-national level. Where a high percentage of households report both poor food consumption
and poor food access, and surveys show high rates of chronic malnutrition in children under
five, poor nutritional outcomes will likely be more responsive to food aid intended as
supplemental nutrition. By geographically targeting areas where these indicators coincide, a
PM2A activity will help ensure that any given PM2A beneficiary household will more likely than

2 As defined in the Liberia Comprehensive Food Security and Nutrition Survey (CFSNS 2006)"
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not increase overall household food consumption, and therefore represent additional
consumption, relative to households in other geographic areas with lower rates of poverty and
chronic malnutrition.

Targeting a PM2A activity towards the poorest communities within any one or more of the
counties with the highest proportions of chronically food insecure households and above the
rural average rates of stunting in children under five would be least likely to pose any Bellmon
concerns. These counties include Bomi, Grand Kru, River Gee, Nimba, Sinoe, Bong and Grand
Gedeh. An estimated two-thirds to three-quarters of all households in the four counties of Bomi,
Grand Kru, River Gee and Nimba are food insecure; these counties also have the highest rates
of stunting among children under five. Among these four counties, implementation of a PM2A in
Nimba would reach the greatest number of PM2A-eligible beneficiary households. The counties
of Sinoe, Bong and Grand Gedeh also have a high proportion of food insecure households,
along with near or above-the-rural-average rates of chronic malnutrition. Like Nimba, Bong has
a significantly larger population of PM2A-eligible households than the other highlighted counties.

Whether it will be feasible or appropriate to concentrate resources into communities in more
than one county will depend on overall funding and integrated program design. Regardless of
which counties are targeted, the volume of distributed food rations should be calibrated based
on the cash resources necessary to fund all of the inputs required to obtain desired program
impact. Particularly where malnutrition is heavily influenced by the status of women and poor
feeding practices, as in Liberia, sufficient cash resources to support the strategic use of food
rations in a PM2A activity will help to ensure the food rations will represent additional
consumption at the household-level, and therefore be Bellmon compliant. Where critical
complementary health services and inputs are more readily available, the use of food rations to
support long-term improvements in child nutrition outcomes will be particularly efficient.

Strategic Use of Food Rations to Achieve Maximum Impact on Nutritional Outcomes

Individual PM2A rations must cover all pregnant or lactating mothers and children under two
years of age within a catchment area on a year-round basis, with the size and composition of
the individual ration designed to meet their special nutritional needs. Household rations,
however, should be designed with the objective of protecting the individual rations from
diversion or dilution and inducing program participation.

Potential awardees will need to conduct formative research to understand issues of intra-
household sharing and barriers to participation in order to determine the appropriate size,
composition, beneficiary coverage and frequency of delivery of household rations. The
preventive approach that was successfully piloted in Haiti provided a household ration
composed of blended foods, pulses and oil to all households within the catchment area on a
year-round basis, regardless of household wealth status or food deficit. Caution is warranted
regarding the provision of household rations year-round to all PM2A-eligible households in
Liberia due to dependency and a sense of entitlement which still exists in some communities as
a result of the civil war and its aftermath. While extreme poverty constrains access, effectively
encouraging increased agricultural production and income-generating activities, while
simultaneously providing household rations year-round under the umbrella of a PM2A, has a
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higher likelihood of introducing disincentives. Special care should be taken in designing any
integrated development intervention that might send counter-acting messages to beneficiary
communities.

Future awardees may consider different household ration designs depending on a variety of
factors (e.g., community needs, food preferences and logistics, etc.), which may lead to a more
strategic use of household rations, both in terms of household ration composition, size, and
frequency and timing of delivery. Two such options for the provision of household rations are
explored in this report:

1. Target household rations to all PM2A-eligible households, regardless of household food
insecurity or wealth status

2. Target household rations to all PM2A-eligible households, but limit distribution of
household rations to the lean season months

Based on formative research, future awardees may consider these and other household ration
designs, any one of which will require ongoing monitoring and evaluation to ensure the
household ration is sufficient to ensure protection of individual rations while maintaining
acceptable levels of program participation.

The total magnitude of coverage is important from a Bellmon perspective because not only does
it translate into a volume of food aid commodities being introduced into a local area (and
therefore potentially affecting markets and incentives to produce), it hints at the non-food ration
costs that must be available to effectively support all of the other program activities. Behavior
Change and Communication, and other health and nutrition services, are essential inputs into
any program designed to address many of the underlying causes of early childhood malnutrition
which are not a function of lack of food availability and access. Particularly where malnutrition is
heavily influenced by the status of women and poor feeding practices, as in Liberia, sufficient
cash resources to support the strategic use of food rations in a PM2A designed to affect long-
term nutritional outcomes through behavior change will help to ensure the food rations will
represent additional consumption at the household-level, and therefore be Bellmon compliant.

Whichever modalities are proposed, it will be important to avoid duplication of ration coverage,
on the one hand, and capitalize on complementary services through coordination of
development interventions on the other.

1.3 ADEQUACY OF PORTS, STORAGE & TRANSPORTATION — FINDINGS /
RECOMMENDATIONS

While Liberia has secure and ample storage facilities, its ports are characterized by limited
handling capacity and its transport capacity is limited by deteriorated roads and bridges. Only
one port is used for and has handling facilities for external commodity trade (the Freeport of
Monrovia), while the remaining three ports have limited handling capacity and are primarily used
for the logging trade. The main wharf, plus three out of the Freeport’s four piers are functional,
however, the Freeport is highly constrained by channel shrinkage, blockage of berths by
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capsized vessels, limited and outmoded discharging and handling equipment, and heavy
reliance on manual labor. The Freeport is, however, secure as it is guarded by the Security Unit
operated by the Liberia Seaport Police. The Seaport Police have adequate capabilities to
maintain security for all cargoes and warehouse facilities, in concert with the Liberian National
Navy and other State Paramilitary Organizations.

Sufficient and adequate storage for the Title I| commodities currently being imported into Liberia
exists. WFP owns about 215,000 square foot of warehouse space in the Freeport zone, while
the NPA owns 30 warehouses within the Freeport, which have been rehabilitated and are
operational. CRS has a contract with WFP to use about 10,700 square foot of its warehouse
space. If required, additional space is available from WFP and other rental warehouses within
and outside the Freeport zone.

Some goods are transported from the Freeport via the airport. Additionally, about 20-30 trucking
companies operate in Monrovia, with a total trucking capacity of less than 2000 MT, transporting
goods along 650 kilometers of paved and 5,600 kilometers of unpaved primary, secondary and
feeder roads in Liberia. However, road transport remains a challenge, as the condition of most
road beds and many bridges deteriorated significantly during the years of the conflict; and
during the rainy season (May to October), farm-to-market access is difficult because parts of the
country become more isolated.

Following the fraud involving the World Vision program operations in Liberia, which involved its
local staff making a false request to CRS, the Consortium instituted a raft of preventative
measures for food handling and distribution procedures and controls. These measures include
the requirement that all requests for food made by local NGOs must be approved by the
Awardee responsible for the specific area. In addition, CRS and the Awardee must monitor the
local NGOs and verify that the food released arrived and was properly distributed. The BEST
team was satisfied that the new measures are working and found no cases of loss reported.
Prior to the implementation of the FY2010-2014 MYAP, and at regular intervals during program
implementation, continued vigilance is warranted to avoid future losses. The BEST Update
during FY11 will include a review of the effectiveness of awardee preventative measures
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2. COUNTRY BACKGROUND &
OVERVIEW

2.1 ECONOMIC OVERVIEW

With a GDP of $735 million (2007), and a per capita GDP of $290, Liberia is one of the poorest
countries in the world.® Rapid growth in recent years (8 percent and 9 percent growth during
2006 and 2007, respectively) has been outweighed by high inflation (9 percent in 2006, up to 16
percent in 2007). Furthermore, production, income, and added value per worker have still not
returned to the pre-war levels. Pre-war agricultural production incomes were complemented by
low income work on rubber plantations, mining operations, palm, coffee and cacao farms, and
other commercial activities. There has been little investment in labor-intensive manufacturing
activities or in higher income agriculture for small-holders. The result is very low labor
productivity and low salaries (low added value) and high urban unemployment and
underemployment, as well as small-holder farm incomes that are below pre-war levels.

Exports ($157 million in 2007) are low, relative to imports ($490 million), with main exports
composed of food commodities, and imports primarily food and fuel.* Currently, Liberia's export
revenues come primarily from rubber exports and revenues from its maritime registry program.
There is increasing interest in the possibility of commercially-exploitable offshore crude oll
deposits along Liberia's Atlantic Coast. There are plans for iron-ore extraction, palm plantations
and production of palm oil, extensive rice farms, as well as recuperation of rubber plantations.
These will offer additional employment and income to the rural populations, but have low value
added for labor and will only be reverting back to the pre-war systems of low income levels for
the rural populations.

However, Liberia’s potential for export growth is currently limited by its poor business
environment, which is ranked as one of the worst in the world (157 out of 181).° The World Bank
index of “Shipping Difficulties” ranked Liberia at 98, due to the country’s border delays, fees,
and red tape. These bottlenecks have kept foreign direct investment away, currently a negative
$82 million in 2006.°

% The World Bank, World Development Report 2009
* Ibid

® The World Bank, Doing Business 2009

® The World Bank, World Development Report 2009
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2.2 AGRICULTURE OVERVIEW

Liberia has an area of 111,370 km?, of which 4 percent is arable and 32.7 percent is forests.’
The agricultural sector employs between 70 percent and 80 percent of the population, in
production, agro-processing, palm oil processing, charcoal, fishing and hunting.® The average
farm size is 3.3 hectares (ha)®, ranging from 5.4 ha in Lofa to 1.8 ha in Bomi.*

Historically, the agriculture sector was divided into commercial export-oriented estates and
subsistence farmers. The commercial estates provided jobs to the subsistence farmers. The war
devastated the commercial sector and displaced a large number of subsistence farmers. It is
estimated that 7 percent of the population remains displaced.* Up to 75,000 Liberian refugees
have still not returned home.*? Many of these refugees are believed to be still in Ghana, Ivory
Coast and Guinea. The agriculture sector is still recovering from the effects of the war and
refugees are still returning to farms. As a result, the sector is presently characterized by low
production, low yields and low-level technology. Low production and limited income
opportunities have resulted in a large percent of the rural population going hungry for part of the
year.

Liberia has the potential to be a significant agricultural producer for both its own food needs and
for export commaodities including cacao, coffee, sugar, palm oil, rubber, timber, tropical fruits,
and others. This includes various production and income opportunities for small-holders as well
as larger commercial producers. Prior to the war, Liberia achieved 55 percent food sufficiency,
mainly through rice and cassava production.™

Rice

Pre-war small-holder producers did not produce enough rice to cover their consumption needs.
In the pre-war period, farmers relied on a strategy of working on estates or farms and using
“hunger” plots to complement their food needs. An estimated 86 percent of these households
cultivated cassava on these plots and 16 percent had rice plots.'* The former provided
additional income and the latter acted as a food bank with cassava and other crops.

Rice production today is approximately one-third of the levels of production prior to the war,
while production of cassava, another major food crop, has increased.” Currently, total rice

" The World Bank, World Development Report 2009

® Ibid

® 1 acre = 0.4047 hectare (ha); 1 ha = 2.471 acres

9 FANTA, FSCF, June 2009

' WFP VAM-CFSNS 2006

2 UNHCR Liberia Country Operations Profile, January 2009

* WFP VAM-CFSNS 2006

“ Ibid

!> USAID Food Security Country Framework for Liberia for FY 2010-1014
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production is estimated at 105,000 MT, with cassava at 227,000 MT.*” Farmers are planting
more cassava, at an average yield of 6 tons/ha, while planting less rice, with average yields of
0.4 tons/ha.'® According to various studies, across all counties, the 2005 rice harvest was
mainly consumed by producers, with only 7 percent sold in markets.”® The BEST study team
was told by a local source that most small-holder producers maintain a rice crop to cover an
average of 6 months of their families’ consumption needs, and an excess for commercial sale.
This was also the case even before the war. Overall national rice production is approximately 26
percent of local starches production.®

Two different systems of rice cultivation co-exist in Liberia. Upland rice cultivation is the most
dominant and practiced by 63 percent of farm households. Nearly 17 percent of households use
swamp rice cultivation methods and the remaining 21 percent of rice producers combine both
techniques.?* Upland rice cultivation is prevalent in River Cess, Grand Kru and Nimba counties,
while swamp system is found in Lofa. About 54percent of rice farms are between 0.2ha and
1.19ha with a further 25 percent of rice farms between 1.2ha and 1.69ha.

Productivity of rice farms is often low. In the CFSNS Survey 2006, farm households identified
the following constraints to increasing rice productivity: lack of seeds and tools (mentioned by
50 percent of households), lack of finance to purchase agricultural inputs including fertilizers
and irrigation (31 percent), lack of household labor (28 percent), and groundhog (pest) as well
as bird attacks (each cited by 19 percent of households).?? In addition, farmers suffer from high
post-harvest losses.?®

The Government of Liberia (GOL) and its partners are implementing a variety of programs that
aim to improve production and processing technology by providing better and more seeds as
well as tools to farmers.?* As part of the 150-day action plan of the new government that took
office in January 2006, one of the actions for economic revitalization consisted in distributing
20.5 million tons of seed rice to farmers, as well as 41,500 tools.”> The medium-term strategy
focuses on improved rice varieties (e.g., NERICA) and the expansion of small-scale
mechanization.

18 For 2008, Ministry of Commerce

" EANTA, FSCF, June 2009

'8 |bid

¥ WFP VAM-CFSNS 2006

% CRS, Liberia Food Commodity Market Analysis, June 2008

2a Tsimpo, Clarence; Wodon, Quentin, ‘Rice Prices And Poverty In Liberia,” Research Working papers, December
2008, pp. 1-19. World Bank

= Comprehensive food security and nutrition survey (CFSNS) in Republic of Liberia, 2006

3 GoL Ministry of Agriculture, “Response of Liberia to Global Food Price Increases,” June 2008; Action Against
Hunger, “Surge in Basic Commodity Prices — Liberia Case Study”, May 2008.

2 Tsimpo, Clarence; Wodon, Quentin, ‘Rice Prices And Poverty In Liberia,” Research Working papers, December
2008, pp. 1-19. World Bank

% | iberia CFSNS 2006
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Farmers continue to supplement their food consumption needs via other crops and purchases.
This is done by working on other farms such as rubber, palm, coffee, cocoa, farms, as well as
trading. Also, most farmers have an additional smaller crop “hunger farm” that supplements their
food needs, with cassava, peppers, and other crops during the “hunger season.” Low income
levels reduce the ability of households to purchase food during the “hunger season.”

For years, Liberia was among the top oil palm producers in the world. However, in the early
1980s and during the 14-year conflict, the country’s production accounted for only a small
percentage of total global output. Oil palm plantations in Liberia commenced in the 1970s and
cover more than 70,000 hectares across the country. Liberia possesses considerable
comparative advantages in oil palm production, including favorable agro-climatic conditions,
availability of secondary forestland for expanded production, highly favorable market conditions,
particularly domestically and regionally, and relative proximity to the European export markets.?
Smallholders make the majority of fresh fruits production, but face several constraints, including
lack of knowledge of productive cultivation and processing practices, absence of access to
highly productive cultivation and processing technologies, limited public capacity to support the
development of a highly productive and dynamic oil palm sector and limited availability of
domestic private capital for investment in production and processing.?” Nevertheless, several
local and international institutions have shown increasing interest in purchasing all available
palm oil at attractive prices, resulting in smallholders realizing increased income, which has
translated into increasing production. In addition, the GOL has embarked on policies and
strategies to revive the sector by licensing private investors to rehabilitate and develop oil palm
plantations. In May 2009, it signed a 63-year lease with Malaysia's biggest company Sime
Darby to develop oil palm and rubber estates on 220,000 hectares of land.”® The company will
initially invest about $20 million for 10,000 hectares but would eventually increase to about $800
million in investments. Other deals in the sector have involved foreign acquisitions of existing
private plantations and companies.

2.3 POLICY OVERVIEW

In reaction to the food price crisis in 2008, the GOL introduced a number of short and medium-
term policies, described below.

Agriculture sector investment. These policies included a doubling of the national budget for the
agricultural sector, and the ‘back to the soil’ initiative for the urban population.

26 \Winrock International, Expanding Opportunity in the Liberian Oil Palm Industry, available at
http://www.winrock.org/fact/facts.asp?CC=5965&bu=. Accessed September 3, 2009.

" Ibid

 Reuters, Monday, May 4, 2009, accessible via

http://www.reuters.com/article/rbssFoodProcessing/idUSKLR2348320090504?sp=true. Accessed on September 3,
2009
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Suspension of import taxes on rice. The government temporarily suspended the $2.10
consumer tax on a 100 pound bag of imported rice.?

Strategic reserve. Controls on the supply of rice entail the GOL maintaining a two-month
strategic reserve of approximately 700,000 bags, through the Ministry of Commerce and Trade,
under the management of SINKOR.

Stabilization fund. The Ministry of Finance’s price stabilization fund for rice, levies $0.25 per bag
of imported rice. The fund was valued at over $1 million in 2007. In response to rising food
prices, funding from the rice stabilization fund ($750,000) was allocated for purchase and
distribution of local rice seeds, and for purchase of paddy rice for milling and subsequent sale.*°

Price stabilization. The Ministry of Agriculture mentions the need to mitigate the negative
impacts of rising food prices on consumers by maintaining consumers’ purchasing power.*

# GoL Ministry of Agriculture, Response of Liberia to Global Food Price Increases, June 2008
% 1bid
*! Ibid
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3. FOOD AID OVERVIEW

3.1 PREVIOUS INITIATIVES

Catholic Relief Services (CRS), Africare and Samaritan’'s Purse (SP) are members of a
consortium that has been implementing USAID’'S Food for Peace program under the current
Title I MYAPs for FY Years 2007 — 2010. CRS is the head of the consortium. As holder of this
position, it is responsible for the monetization of the Title Il commodities and plays the
supervisory role in the implementation of the distributed food aid; the other two consortium
members report to CRS.

CRS has monetized parboiled rice, vegetable oil and wheat flour at various times during the
period between 2005 and 2009. In 2007, wheat flour monetization was halted because the GOL
wanted to protect the newly established, and only, flour mill in the country - Premier Milling
Corporation. The most recent monetization of vegetable oil occurred in 2005. Over the same
period bulgur wheat, lentils, and vegetable oil were imported for food distribution.

All three Awardees work through local NGOs to implement their projects in the field. They
deliver the food to the local NGOs, which are responsible for working with the communities,
supervision and monitoring of work, and the distribution of the food. CRS and its consortium
partners are responsible for overseeing and monitoring projects and for the control of the food
distribution.

In terms of geographic coverage, CRS works in Bong, Lofa, Grand Kru, and Maryland Counties.
Africare is operating in more than 15 communities in Nimba County and is targeting 10
communities in 2009. Samaritan’s Purse is operating in Lofa and Gbarpolu Counties.

Title 1l funding supports consortium activities focused on improving infrastructure (through FFW
activities) and safety nets (through a seeds protection rations program). FFW activities focus on
infrastructure projects which include road rehabilitation, swamp rehabilitation for rice planting,
fish pond rehabilitation, collective and individual latrine construction, community hand pump
installation, bridge building, road repair and school and health clinic construction, among others.
Some of the food is cooked and served to the workers on-site while another portion is given to
participants to take home. The food distributed is meant to serve as an incentive to encourage
project implementation. The Seed Protection program is a one-time program for refugees and
returnees to buy planting seeds. Food is given out along with vouchers for purchasing seeds
and tools for planting. The distributed food is used to discourage refugees and returnees from
consuming their seeds.
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3.1.1 Total Annual Monetized Food Aid by Donor and by Commodity

Table 1: Monetized Food Aid by Donor

2005 2006 2007 2008 2009
Funding A c di Volume Price Volume Price Volume P;ice Volume Price Volume Price
unding Agency ommodity MT Per MT per MT MT er MT Per MT Per
MT MT MT MT
Rice - - - 3,000 360 4,000 600
USAID - Food for
Peace Vegetable ) ) } : }
CRS (seller) for Oil
consortium Wheat - - - - 1,531 270 -
(Africare, SP, WV)
Wheat Flour - 2,300 NA 2,500 384 -
Total USAID - 2,300 - 5,500 - 1,531 4,000
Rice - 950 350 -
USDA*
Vegetable
Mercy Corps, oil 950 752 2,360 650 -
Visions in Action,
ACDI/VOCA Wheat - - - - - -
Wheat Flour - - - - - - - - - -
Total USDA - 1,900 - 2,360 - =
Total US Monetized Food Aid - 4,200 7,860 1,531 4,000 -
Source: Awardees; NA = Not Available
3.1.2 Total Annualized Distributed Food Aid by Donor
Table 2: USAID Food for Peace, in Metric Tons
2005 2006 2007 2008 2009 Total
Total USAID FFP 5,514 5,474 3,556 2,730 2,910 20,184

Source: CRS leads the LIAP Consortium. Commodities included bulgur wheat, pulses, and vegetable oil. USAID FFP Liberia Fact
Sheet; CRS/Liberia Food Commodity Market Analysis; interviews with Awardees

Table 3: USDA Imports of Distributed Commodities (MT)

Commodity Awardee 2005 2006 2007 2008 2009 Total
Bulgur USDA consortium 0 0 0 0 0 0
CSB USDA consortium 0 0 0 0 0 0
Rice USDA consortium 0 50 0 0 0 50
Pulses USDA consortium 0 0 0 0 0 0
Vegetable Olil USDA consortium 0 50 0 0 0 50
Sugar USDA consortium 0 0 0 0 0 0
Salt USDA consortium 0 0 0 0 0 0
Total USDA, all commodities 0 100 0 0 0 100

Source: Awardees

Table 4: WFP Imports of Distributed Commodities (MT)
Commodity Awardee 2005 2006 2007 2008 2009 Total
Bulgur WFP 42,144 35,400 24,859 20,315 15,684 138,402
CSB WFP 4,712 3,616 1,460 1,119 0 10,907
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Commodity Awardee 2005 2006 2007 2008 2009 Total
Rice WFP 0 0 0 0 0 0
Pulses WFP 5,201 5,615 3,701 3,602 2,675 20,794
Vegetable OIl WFP 3,216 2,554 1,882 1,562 1,272 10,486
Sugar WFP 0 0 0 182 181 363
Salt WFP 0 0 0 470 346 816
Total WFP, all commodities 55,273 47,185 31,902 27,250 20,158 181,768

Source: CRS/Liberia Food Commaodity Market Analysis; interviews with Awardees

Table 5: All Distributed Food Aid Imports, by Funding Agency (MT)
Agency/Awardee 2005 2006 2007 2008 2009 Total
Total USAID, all commodities 5,514 5,474 5,096 4,270 1,540 21,894
Total USDA, all commodities 66,008 57,219 40,887 35,742 25,506 215,327
Total WFP, all commodities 128,800 111,884 79,892 69,922 49,740 420,168
Total Food Aid 200,322 174,577 125,875 109,934 76,786 657,389

Source: CRS/Liberia Food Commaodity Market Analysis; interviews with Awardees

3.2 PLANNED INITIATIVES

USAID/FFP

USAID is in the process of preparing a Mission Strategy and new programs, including a Title 1l
Multi-Year Assistance Program (MYAP) for FY 2010-2014, to improve the food security of
vulnerable rural households and communities in Liberia. The desired outcome of these new

programs will include:

¢ [ncreased incomes;

Improved crop production and productivity;

¢ Enhanced health and nutrition status, particularly in children under two and pregnant and

lactating women; and

¢ Reduced household and community vulnerability to food insecurity, which could be
achieved by implementing the three preceding outcomes in a coordinated and holistic

program approach.

14
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As part of its overall country strategy, USAID anticipates funding of $6 million per year to
support a pilot Food-Based Crop Insurance and Community Food Reserves program, which is
expected to link with other Title Il activities.

WFP

In its planned Food Assistance in the Transition from Recovery to Sustainable Development in
Liberia, WFP will spend $39.8 million to implement a comprehensive program from September
2009 through August 2011.% The program targets 660,000 beneficiaries with 30,784 MT of
food. The planned project activities will focus on rural groups in transitory food insecure counties
in the northwest and central Liberia. The program consists of the following four components,
each with its specific geographic and individual targeting criteria:

e Nutrition interventions

0 MCHN program covering 15,000 pregnant and lactating mothers and children 6-
24 months in River Cess, Bong, Grand Bassa, Nimba, Bomi, River Gee, Grand
Kru, Maryland, Sinoe and Greater Monrovia counties.

0 Supplementary Feeding Program for 12,000 moderate acutely malnourished
children 6-59 months in the same counties as above.

0 4,800 Therapeutic Feeding Caretakers.

o0 People Living with HIV (PLWHA) — feeding and treatment programs for 21,000
food insecure HIV/AIDS (9,000 on ART) and TB (12,000) patients in all the 15
counties.

e Safety Nets

0 School Feeding Program, including girls’ take-home rations, for 342,000
beneficiaries in River Cess, Bong, Grand Bassa, Nimba, Lofa, Gbarpolu and
Bomi counties.

0 Lean season safety net family rations for 200,000 households in River Cess,
Bong, Grand Bassa, Nimba and Lofa counties.

o Food security and livelihood support — for 65,000 beneficiaries in all counties, except
Margibi, Rural Montserrado, Cape Mount and Greater Monrovia.

0 Asset Rehabilitation (family ration for 5 persons) and Food for work

¢ Building government capacity to monitor food security and manage hunger programs.

%2 The U.N. World Food Program (2009), Protracted Relief and Recovery Operation (PRRO) Liberia.
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e Strengthen government capacity to assess, monitor and respond to food insecurity and
help connect small scale farmers to markets by purchasing rice surpluses for use in the
girls’ school feeding take-home ration.

Key Planned Initiatives Affecting Food Utilization

The USAID President’s Malaria Initiative ($37.4 million during 2008-2012), is preventing and
treating malaria. In partnership with MOHSW and USAID (2008-2013), John Snow Inc. is
working on implementation of a national level health policy and Rebuilding Basic Health
Services plan expected to cover 106 health facilities in 7 catchment areas, expected to include
large swaths of Bong, Lofa, Nimba, River Gee, Grand Cape Mount, Bomi and Montserrado
counties. The NGOs Curamericas and Medical Teams International are continuing
implementation of child survival and health grants programs (2006-2013). Along with
improvements in access to basic education, gender equality and child protection, UNICEF's $56
million Country Programme (2008-2012) aims to reduce child morbidity and mortality through
broad support of health sector policies. At the time of this report, the President of Liberia is
expected to announce a GOL MOH Community Health Volunteer program, which will include
additional funding for distribution of oral rehydration salts to treat diarrhea and antibiotics to treat
acute respiratory infections, the two of the top three causes of under five mortality and morbidity
in Liberia.

Key Planned Initiatives Affecting Food Availability and Access

Two key multilateral institutions are planning initiatives focused on improvements in agriculture.
The World Bank, African Development Bank and GOL are including pro-poor growth in
agriculture as part of their country assistance strategy for Liberia for 2009-2011. The FAO is
also working with the GOL on food security projects such as introducing an improved rice
variety; increasing cassava production, and working on an urban and peri-urban vegetable
project.
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4. ADEQUACY OF PORTS, STORAGE
& TRANSPORTATION

Seaports

According to the Liberia Market Review 2007, Liberia has four main seaports: Harper,
Buchanan, Greenville and the Freeport of Monrovia. Only the Freeport of Monrovia has the
handling facilities necessary for commercial usage and handles most external commodity trade.
The other three ports are mainly used for logging trade and have limited handling capacity;
vessels calling at these ports must provide their own handling equipment. The Freeport is highly
constrained by channel shrinkage, blockage of berths by capsized vessels, limited and
outmoded discharging and handling equipment, and heavy reliance on manual labor.

The port is owned by the GOL and operated by the Liberia National Ports Authority (NPA). It is
close to Monrovia, Liberia’s capital largest city and its administrative, commercial,
communications, and financial center. The city's economy revolves around its harbor. Roads
and an airport connect it with Liberia's interior (See Figure 10 on Location of Markets in Annex
5).

Monrovia is an artificial harbor protected by two rock breakwaters extending 2 kilometers into
the sea, thus providing approximately 304 ha of protected water.*®* There is one turning basin
with a depth of approximately 9.15 m. It handled 382 ships in 2008 and has a handling capacity
of 2,500 MT per day for break-bulk cargo.

Monrovia port enjoys free port status, which allows the storage of cargo in transit free of duty,
pending re-export to other West African states. The GOL, in a concession agreement with the
private sector, launched a scheme to develop and operate a Freeport zone, including a
multipurpose container terminal (break-bulk, general and containers).>* The key objective is to
improve the overall performance of the port to support Liberia’s economic growth.

The Freeport has four piers and one main wharf. Since July 2001, only three of the wharf's four
berths were operational, while the capsized vessel Torm Alexandra (a 4,160 ton vessel)
occupied the fourth. The ship capsized and sank on July 25 2001 after local stevedores, who
had little experience with large cargoes, mishandled its two cranes while offloading containers. It
was finally raised and removed from the port in May 2009.%°

%3 OT Africa Line, available at http://www.otal.com/liberia/index.htm
% |bid
% Ibid
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The general cargo wharf is equipped with top loaders, a concrete based container storage area
and provision for reefer containers (but not connected to electricity to date).* Its operations are
hampered by poor cargo handling equipment, capable of a maximum lift of only 50 tons. Table 6
shows the dimensions of the wharf. Its storage facilities include and eight transit warehouses
totaling 107,600 square foot.*’

Table 6: Freeport of Liberia Dimensions

Elevation Above

Pier/Wharf Length (m) Width (m) Harbor Basin (m) Main Low Water (m)
General Cargo Wharf 609 (concrete ice);:gk7) 9.15 3.1673
BMC Pier 270 125 9.15 13-14.5
Liberia Mining Company Pier 278.35 13 9.15 4.72
Mano Pier 365 6 9.15
Bunker Pier 420 10 9.15

Source: OT Africa Line, available at http://www.otal.com/liberia/index.htm

In addition to the general cargo wharf, the Freeport has tanker facilities capable of discharging
crude oil tankers up to 198.1m long and 13.71m deep. At present tankers moor with two bow
anchors and lie alongside a breasting dolphin with stem moored to a shore dolphin. One tanker
berth is open for discharge and bunkering but is limited to 213.4m length and 10.06m depth.
Finally, the fishery pier is situated on the Northern breakwater for vessels up to 73.14m long and
equipped with cold storage facilities.

Handling Equipment: The recent civil conflict resulted in the destruction of the handling
equipment at the Freeport; most of the equipment has remained nonoperational. WFP and the
United Sates Military Joint Task Force have been working on rehabilitation, including procuring
the spare parts necessary to reactivate the equipment. The Freeport has the following handling
equipment: One top lifter (36 — 42 MT); one empty lifter (14 tons); three forklifts (1 — 3 tons);
and, one TEREX T160 crane operated by the NPA. Table 7 shows the NPA crane’s attributes.

Table 7: Technical Attributes of the NPA Cargo Handling Crane.

Maximum Reach (ft.) Load Radius (ft.) Angle (degrees) Load (MT)
115 25 78 12
115 65 55 5
26.5 25 36 24
26.5 10 68 54.4

Source: OT Africa Line, available at http://www.otal.com/liberia/index.htm

It takes an average of nine documents for import clearance and up to 17 days to process all the
documents and take delivery of the goods. The average cost of importation is $1,212 per

% OT Africa Line, available at http://www.otal.com/liberia/index.htm
37 .
Ibid
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container. Although the port has several problems, it functions reasonably well in regard to time
for clearance and cost of operations. Compared to the region, Liberia compares well on the
number of documents and outperforms the region on the number of days (the regional average
of 41 days). The average cost is much lower than the regional average of $2,279 per
container.®®

Storage

There exists sufficient and adequate storage for the Title 1l commodities currently being
imported into Liberia. WFP owns about 215,000 square foot of warehouse space in the Freeport
zone. The NPA owns 30 warehouses within the Freeport, which have been rehabilitated and are
operational. Some are leased to private importers. The major importers also have access to
other warehouses outside the port area. The UCI is building a 14,000 square foot ($5 million)
warehouse at the Freeport.

CRS has a contract with WFP to use about 10,700 square foot of its warehouse space. If
required, additional space is available from WFP and other rental warehouses within and
outside the Freeport zone. These stores are used to hold cleared commodities for onward
transport to the up-country warehouses of CRS and the other two consortium members. The
BEST team inspected these warehouses and made the following observations:

e All of the warehouses are secure, have adequate space and properly suited for large
storage of commodities. There were commaodities for distributions in all the warehouses
during the visit. The available space in each of the warehouses visited, however, was
only about one-fourth full at the time of the visit.

e Each warehouse was under a warehouse manager.

e WFP maintains field compounds with offices, vehicle workshops, and warehouses.
These warehouses are reportedly sufficient for the amount of commodity imported by
WFP.

Security

The Freeport of Monrovia is well protected and secure using the Security Unit operated by the
Liberia Seaport Police.*® The seaport police have adequate capabilities to provide security
protection for all cargoes and warehouse facilities. The Liberian National Navy and other State
Paramilitary Organizations compliment their efforts. The NPA implemented an access pass
scheme for vehicles entering the Freeport in January 2004.

% Doing Business 2009, World Bank
% The National Port Authority, accessible at http://www.winne.com/liberia/to09.html
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Management: Each of the warehouses visited had a management team setup at the Freeport,
which included the warehouse manager and other warehouse staff. The warehouse manager
keeps records of the movement of commaodities.

Process of disbursement: A Consortium member makes a request for commodities based on
their needs and the approved plan and pre-agreed allocations for food distribution. CRS then
verifies for approval and, if approved, makes a formal request for the release of the
consignment to WFP warehouse manager. After reviewing and verifying of the request, based
on the contract with CRS, the warehouse manager releases the food commodity to the
organization. Since the consortium members do not have warehouses of their own, the
consignment is delivered to a local NGO in the field for distribution.

Following the fraud involving the World Vision program operations in Liberia, which involved its
local staff making a false request to CRS, the Consortium instituted a raft of preventative
measures for food handling and distribution procedures and controls. These measures include
the requirement that all requests for food made by local NGOs must be approved by the
Awardee responsible for the specific area. In addition, CRS and the Awardee must monitor the
local NGOs and verify that the food released arrived and was properly distributed. The BEST
team was satisfied that the new measures are working and found no cases of loss reported.
Prior to the implementation of the FY2010-2014 MYAP, and at regular intervals during program
implementation, continued vigilance is warranted to avoid future losses. The BEST Update
during FY11 will include a review of the effectiveness of awardee preventative measures.

Roads

There are approximately 650 kilometers of paved and 5,600 kilometers of unpaved primary,
secondary, and feeder roads in Liberia. In addition, about 7,800 kilometers of primarily logging
roads are mostly impassable. The condition of most road beds and many bridges deteriorated
significantly during the years of the conflict. Farm to market access is difficult and parts of the
country are isolated during the rainy season (May to October).

Trucking Capacity

There are about 20-30 trucking companies in Monrovia with a total trucking capacity of less than
2000 MT. Commercial truck carrying capacity ranges from 5-20 MT. During the dry season,
commercial transporters operate throughout the country with the exception of River Gee,
Maryland and Grand Kru. These counties are generally served by transporters from Céte
d’lvoire.

Commercial transportation costs vary by season and type of road. On average, transportation
costs on paved roads are $0.40 per ton per kilometer, and $0.56/ton/km on unpaved roads.
Costs on the paved roads remain generally the same for both wet and dry seasons, but may be
more than double during the wet season for travel on unpaved roads.
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5. MONETIZATION

In order to prioritize potential commodities for monetization analysis, trade data were analyzed
to identify those commodities consistently imported in sufficient quantity and value to meet the
funding requirements of a MYAP for FY10. Commodities were considered for monetization
based on the following criteria:

B Eligibility for export from the US;

H Eligibility for import to the recipient country;

B Significance of domestic demand;

B  Whether domestic supply shortfalls are filled through commercial imports and food aid;

B The existence and degree of adequate competition for the purchase of monetized
commodities; and

B Expectations that fair market prices can be obtained.

BEST researched the top food commodity imports in order to determine which would be
preferred candidates for monetization. Liberia’s top three food commaodity imports during 2004-
2008 were rice, wheat flour and palm oil.

Table 8: Top 3 Food Commodity Imports (MT), 2004-2008

2004 2005 2006 2007 2008 Total
Rice 191,296 137,214 208,487 146,599 173,102 856,697
Wheat flour 14,604 21,420 23,539 19,428 12,494 91,485
Palm oil 6,965 11,816 10,792 16,317 13,648 59,538

Source: UN Comtrade

This BEST study considered four eligible commodities as potential candidates for monetization
for FY10: parboiled rice, vegetable oil, wheat flour and wheat grain.

Findings/Recommendations:

Due to the highly regulated markets for rice and wheat flour, the government should be strongly
encouraged to both open up bidding to all importers of rice and wheat flour to ensure there is
adequate competition in the buyer market and also to review its policy of setting the prices at
which rice may be sold.

BEST ANALYSIS — LIBERIA 21



Prepared by Fintrac Inc.

This Bellmon report recommends monetization of up to 3,427 MT of parboiled rice, with the
caveat that USAID require that all importers who are able to meet awardees’ eligibility
requirements to compete for future monetizations. During the last monetization, the GOL
allowed only two importers to compete.** This recommendation is based on the following
findings: (i) Liberia sources a substantial proportion of its rice through commercial imports and
food aid; (ii) there is market competition (5 major traders and at least 8 commercial importers
and buyers), though the market is regulated; and (iii) to foster greater competition and ensure
prices at fair market value can be obtained, the market for monetized parboiled rice should be
opened up to other rice importers; and (iv) 3,427MT represents 10 percent of the commercial
imports of parboiled rice.

This BEST report also recommends monetization of up to 1,994 MT of wheat flour because
currently Liberia imports all of its wheat flour requirements and there is adequate competition
even in the regulated buyer market (5 buyers). However, it is also recommended that USAID
require that the GOL allow all eligible buyers to participate in future monetizations, to ensure fair
market prices are obtained. This recommendation is based on the following findings: (i) Liberia
sources all of its flour through commercial imports and food aid; (ii) there is some market
competition (at least 5 buyers), though the market is regulated. To foster greater competition
and to ensure fair market prices can be obtained, the monetized wheat flour market should be
opened up to other wheat flour importers.

It is not recommended that wheat grain be monetized given: (i) no commercial imports of
wheat grain, with food aid imports of bulgur wheat being the only imports; and (ii) lack of
competition in the buyer market: one milling company, the only grain mill in Liberia.

Vegetable oil was monetized twice since 2004, in very small volumes (less than 500 MT)* It is
not recommended for monetization, given: (i) insufficient demand for soybean oil: insufficient
volumes of soybean oil are imported, and are inadequate for monetization purposes; and (ii)
lack of competition in the buyer market (the single buyer is an edible oil packaging company).

This BEST report does not recommend monetization of wheat grain due to lack of market
competition (only one milling company as a potential buyer), which is reflected in a poor history
of achieved sales price under monetization.

Individual commodities are discussed in greater detail below.

O Rice imports are regulated through the issuance of an import license by the Ministry of Commerce, without which
no formal imports can occur. The importing company has to pay a one-time form cost of US$25, and US$1 per MT to
the Bureau Veritas Group (BIVAC), a private company employed by the government to carry out pre-inspections.
Import related charges, in addition to the CIF Monrovia price, include an import duty of US$44 per MT. The National
Port Authority (NPA) charges of US$12.5 per MT and an overhead of US$30 per MT for a total of US$87.5 per MT.
(Source: Liberia Country Profile, June 26, 2009)

41 CRS 2008 Bellmon
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5.1 RICE

It is recommended that parboiled rice be monetized, given Liberia’s high demand for rice,
insufficient domestic production, and growing year-on-year demand. Parboiled rice is
recommended because it can compete against Japonica butter rice imports from China.** As
both the government and donors wish to encourage increased domestic production, however,
this recommendation should be revisited with each annual update to assess current market
conditions.

Supply Summary

Rice is the staple food of Liberia, with imported rice covering two-thirds of annual rice
consumption.*® A survey in 2006 noted that 87 percent of rural households purchased at least
some of the rice they consumed.* According to Comtrade, approximately 857,000 MT of rice
were imported during the years 2004-2008, with annual import volumes ranging from 137,000
MT to 208,000 MT during the same period. Demand for rice has been increasing, illustrated by
an increase in supply, which has been growing on average by 18 percent per year (excluding
the decline in 2007). Assuming a continued growth in the rice supply of 18 percent per year,
demand for rice is forecast to reach over 390,000 MT in 2010.

Local rice tends to be sold in the same county as it is produced.* Although GOL policy is to
make Liberia self-sufficient in rice, current domestic rice production is inadequate to meet
domestic demand. Production will continue to expand as GOL and donor programs to increase
production are brought on line.*

Liberia’s rice imports from the US are primarily in the form of parboiled rice (99 percent per
USDA/FAS), with China and India supplying milled rice.

42 According to an awardee, #5 Broken rice would not compete with Japonica butter rice imports from China. Rok and
Suakoko are the traditional rice varieties grown in Liberia (UNDP Liberia Procurement Notice: Bid No Q/MON/077/08:
Project: Kokoyah Village Millennium).

** WFP, VAM Market Review, 2006-2007
44 :
Ibid
** Ibid
“® The World Bank, Emergency Project Paper on a Proposed Emergency Food Crisis Response Program to the
Republic of Liberia, 2008
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Table 9: Rice Supply (MT)

2004 2005 2006 2007 2008 Total
1 Imports*’ 191,296 137,214 208,487 146,599 173,102 856,968
2 Of which, parboiled rice*® 38,259 27,443 41,697 29,320 34,620 171,339
3 Production " 96,000 66,000 96,000 108,000 366,000
4 Food aid . 2,429 7,690 3,175 . 13,294
5 Total Yearly Supply 191,296 235,643 282,177 245,774 281,102 1,235,992

Sources: (1) UN Comtrade; (2) Estimate — see footnote for details; (3) FAO; (4) IGC; (5) Sum of lines 1, 3, 4

Data limitations require rough estimation of the volumes of parboiled rice as a share of total rice
imports into Liberia. The current estimate for average annual imported volumes of parboiled
rice presented above is based on the assumption that parboiled rice imports represent on
average 20 percent of total rice imports. This assumption is based on parboiled rice imports as
a share of total rice imports as reported in GOL statistics, which show parboiled rice imports as
19 percent of total rice imports in 2008, and 25 percent of total rice imports through June 2009.
To derive the estimate for parboiled rice commercial imports, this report relies on commercial
rice imports reported in UN Comtrade. At current prices and estimated volumes, monetization of
10 percent of estimated parboiled rice imports would generate approximately $2.2 million in
funds.

Competitive Environment

Liberia rice import market is dominated by five major traders: Fouta Corporation (merged with
Sinkor Trading Corporation in 2008), Bridgeway Corporation, SDTM Liberia Inc. and, K&K Corp.
These importers know each other well and are generally supplied by the big international rice
trading companies such as Louis Dreyfus.49 Fouta Corp is owned by Liberians, while the others
are Lebanese-owned.50 In addition to these commercial importers, Firestone Rubber
Plantations Company imports parboiled rice from the United States, which it uses as in-kind
partial payment for its employees. According to traders, much of this rice is sold on the Liberian
market. Sinkor Trading Corporation became the largest importer of rice in late 2006, replacing
Bridgeway and K&K Corp, when the Government granted it exclusive import rights. However,
this institutional monopoly disintegrated when Sinkor found itself heavily controlled by the

" Unlike import figures, export, production and food aid data are not disaggregated by rice type.

“8 The estimate for parboiled rice commercial imports is based on taking 20% of the 5 year average of commercial
rice imports from Comtrade. The estimate for average annual imported volumes of parboiled rice is based on the
assumption that parboiled rice imports represent on average 20% of total rice imports. This assumption is based on
parboiled rice imports as a share of total rice imports as reported in GOL statistics, which show parboiled rice imports
as 19% of total rice imports in 2008, and 25% of total rice imports through June 2009.

** USAID/CRS, Liberia Bellmon 2008
* The Liberian constitution stipulates that only people of Negro descent can become Liberians and can own real

property in Liberia. Though some of the Lebanese people who operate businesses in Liberia have been there for
generations, they cannot become Liberians nor own any real estate outright.
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Government so that, after a few import contracts Sinkor did not seek to renew its rice import
license. In 2007, the Government resumed the issuance of import licenses to regular importers.

Liberia imports three main types of rice: Long grain (15-25 percent broken) parboiled rice from
either China or the United States, medium and short grain ‘butter’ rice from China; and long
grain (15-25 percent broken) white rice, mainly from India, but also from elsewhere in Asia. Of
the three, ‘butter’ rice is the most commonly used and preferred variety. Sinkor supplies about
10,000-13,000 bags (100 Ibs each) daily against an estimated demand of 10,000-15,000 bags.
It imports three types of rice: parboiled and butter rice from China and white long grain rice from
India.

Although there are a number of commercial rice importers in Liberia,51 CRS signed a
memorandum of understanding with the Ministry of Commerce, which specifies guidelines for
monetization, including a requirement that CRS only monetize rice with specific companies, a
practice which excludes other importers from competing. These five importers were LPMC (a
parastatal), Fouta Corporation, Sinkor Trading Company, Fahmah Business Center, and
Gateway Inc.52 In November 2008, this list was narrowed to three importers: Harmony Trading
(Liberia) Inc, Fouta Corporation, and SDTM Liberia Inc (which is how United Commodities Inc).
In May 2009, the list was further reduced to Fouta Corporation and SDTM Liberia Inc. With such
limited competition for monetized rice, BEST is concerned that fair market prices would not be
achieved. In fact, price data show that recent monetizations have been considerably lower than
estimated IPP for commercial rice. Monetized parboiled rice has ranged from $360 per MT in
2006 to $460 per MT in 2008, increasing to $600 per MT by 2009; lower than the CIF price for
commercial rice, whose average price from January-March 2009 was $634 per MT.

Monetization Past Performance/IPP

Rice has been monetized by CRS twice in recent years: in 2007, 3,000 MT of parboiled rice (in
50-kilogram bags) were sold, and in 2009, 4,860 MT were monetized.>?

°1 GOL. Commercial rice importers in 2008 and 2009 included: SDTM Liberia Inc, Harmony Trading, Fouta
Corporation, Group 7 Holding Ltd, Aipra Corporation, Bill Delamon Trading Co, DAS Incorporated, LPMC.

*2 These same importers were also listed as government-approved buyers of wheat flour.
*3 2007 from CRS 2008 Bellmon; CRS
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Figure 1: Parboiled Rice IPP Graph**
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As shown in Figure 1 above, the 2007 transaction was approximately 23 percent below
estimated IPP while the 2009 transaction was approximately 4 percent below estimated IPP.

Given that the 2007 transaction occurred against the backdrop of both volatile world food prices
and a heavily regulated market, it is difficult to assess the specific cause of this relatively poor
performance.

Impact Analysis Summary for Parboiled Rice

At current levels of demand, and if open competition can be assured by the GOL, this BEST
report recommends that up to up to 3,427 MT of parboiled rice can safely be monetized. For
illustrative purposes, Table 10 (below) provides a range of estimated monetization proceeds
based on three potential volumes of parboiled rice.

> A lower quality of parboiled rice is exported from the US to the Liberian market than is available on the US market
and prices are not available for this lower grade of rice (personal communication, 8/24/09, CRS). Detailed import
data was received from the GOL (for 2008 only), and this series was compared to prices for US 5% Broken Parboiled
rice for the period. Averaging 82.7 percent of the value of US 5% Broken Parboiled, prices for the grade of parboiled
rice that would be typically imported were imputed by applying this percentage to the price of US 5% Broken
Parboiled for each month, Jan 2006 — July 2009.

26 BEST ANALYSIS — LIBERIA



Prepared by Fintrac Inc.

Table 10: Rice Impact Analysis Summary

Monetization Scenario 1% 5% 10%
Est. Commercial Imports of Parboiled Rice (MT)**® 34,268 34,268 34,268
Scenario Volume (MT) 343 1,713 3,427
Est. Total Value of Sale (US$)** at $634/MT $217,258 $1,086,292 $2,172,584

*Commercial imports include monetized aid, and are based on a -5- year average
**Sales price estimate is average price per MT for parboiled rice during Jan-Mar 2009

The estimate for parboiled rice commercial imports is based on taking 20 percent of the 5-year
average of commercial rice imports from Comtrade. The estimate for average annual imported
volumes of parboiled rice is based on the assumption that parboiled rice imports represent on
average 20 percent of total rice imports. This assumption is based on parboiled rice imports as
a share of total rice imports as reported in GOL statistics, which show parboiled rice imports as
19 percent of total rice imports in 2008, and 25 percent of total rice imports through June 2009.
If 10 percent of estimated parboiled rice imports were monetized, approximately $2.2 million in
sales would be generated.

5.2 WHEAT AND WHEAT FLOUR

BEST assessed wheat grain for monetization because the GOL is actively attempting to
promote a milling industry. However, there is currently only one established buyer, Premier
Milling Company. A monetization by CRS to Premier in 2008 of 1,530 MT of hard red spring
wheat resulted in a price of $270 per MT, which was 45 percent below estimated IPP at that
time®®. Given the lack of substantial commercial imports, current lack of competition and the
poor performance of the past monetization sales transaction, this BEST report does not
recommend monetizing wheat grain in FY10.

Wheat grain import data is unavailable. Based on a review of wheat grain exports to Liberia,
however, BEST determined that the vast majority of bulk wheat imports during the period 2003-
2008 were non-commercial: the one-time monetized import of wheat grain (1,530 MT in 2007);
and distribution of bulgur wheat through WFP (approximately 20,000 MT to 55,000 MT) and
CRS (approximately 2,000 MT to 4,400 MT).>" The only commercial bulk wheat imports during
2004 and 2008 were durum wheat in 2005 (13 MT) and in 2007 (179 MT).*®

%5 Comtrade data on commercial rice imports were used, rather than GOL import data because GOL commercial rice
import volumes showed a doubling of rice import volumes between 2006 and 2008, while Comtrade commercial rice
import volumes exhibited an overall decline between 2006 and 2008, which seems more plausible, given the food
price crisis during 2008.

%5 And well below the FOB price of the commodity at the US Gulf port as well — US HRSW was selling for
approximately US $375/MT in November 2007 (US Wheat Associates).

" WEP/Liberia, in CRS Liberia Food Commodity Market Analysis, 2008

8 UN Comtrade
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Wheat flour can be monetized since Liberia currently imports all of its wheat flour, and there is
market competition among wheat flour importers. However, since the GOL limits the number of
importers that can bid on monetized wheat flour, there is concern that full IPP may not be
realized. To ensure fair market prices are obtained in any future monetization of wheat flour,
USAID should require the GOL to allow open bidding by all eligible companies.

Supply Summary

Wheat flour is not produced locally. Liberia imports all of its wheat flour to meet domestic
demand. The demand for wheat flour, illustrated by its supply, has been declining since 2006,
falling below 2004 levels to approximately 12,500 MT by 2008. Despite the overall decline in
imports (and supply), 91,485 MT of wheat flour were imported between 2004 and 2008, making
it Liberia’'s second largest food commodity imported in terms of volume, after rice. Given that
bread, fritters, and doughnuts are sold in markets and that, on average, bread is consumed four
days a week in urban areas,*® demand for wheat flour, as an input to production of these foods,
is not expected to decline below 2008 levels.

Table 11: Wheat Flour Supply (MT)

2004 2005 2006 2007 2008 Total
1 Imports 14,604 21,420 23,539 19,428 12,494 91,485
2 Production - - - - - -
3 Food aid (monetized) - - - 2,500 - 2,500
4 Total Supply 14,604 21,420 23,539 21,928 12,494 93,985

Sources: (1) UN Comtrade; (2) FAO; (3) CRS; (4) Sum of lines 1, 2, 3
Competitive Environment

Although there seems to be ample competition and availability of wheat flour importers in
Liberia,®® CRS signed a memorandum of understanding with the Ministry of Commerce, which
specifies guidelines for monetization, including a stipulation that Awardees can only sell
monetized wheat grain and flour to pre-authorized companies. The GOL, via the Ministry of
Commerce, specified to CRS the approved bidders for monetization. In March 2007, the
Ministry of Commerce authorized five entities for monetization: LPMC, Fouta Corporation,
Sinkor Trading Company, Fahmah Business Center, Gateway Inc.

*® WFP, VAM Market Review, 2006-2007

0 GOL. Commercial importers of wheat flour in 2008 and 2009 included: Venus Corporation, UN Drive Supermarket,
Eid Brothers Inc, Roomy Brothers, Merani Store, AFROPA, Monoprix Supermarket, Mukesh Shopping Center, K&K

Trading Corp, Mysa Clara Town Store, Universal Import & Export, Eid Supply Center, Kousa Store, Fouani Brothers
Corp, SDTM Liberia, Pee Cee & Sons Inc, Bridgeway Corp, ATCO.
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Monetization Past Performance/IPP

Wheat flour has only been monetized once in the last few years. In 2007, CRS monetized 2,500
MT and achieved 98.4 percent of IPP,®* as demonstrated in the chart below.

Figure 2: Wheat Flour IPP Graph®
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Impact Analysis Summary for Wheat Flour

At current levels of demand, BEST recommends that up to 1,994 MT of wheat flour can be
safely monetized. This volume represents 10 percent of the five-year average of commercial
imports plus monetized aid imports (19,937 MT). For illustrative purposes, Table 12 provides a
range of estimated monetization proceeds based on three potential volumes of wheat flour.

1 CRS 2008 Bellmon. Note that the 2008 Bellmon indicates a monetization transaction in 2004, 2005 and 2006 as
well; BEST research has revealed that 2004 — 2006 were included in error, being accidental reproductions of the
years 2000 — 2002.

%2 The historical price for wheat flour for Germany or the Netherlands (the two major sources for wheat flour imports in
Liberia) was not available at the time of the study. Thus, price was estimated based on the average relative price of
wheat flour to wheat grain over the period 2006 — present using USDA price series data (Wheat and flour price
relationships, Kansas City; USDA ERS). This differential was then applied to the USDA price series for wheat grain
sourced from Rotterdam, the Netherlands. That price series for Rotterdam is only available through August 2007;
therefore, wheat grain prices for Aug 2007 to present were imputed by applying the average price differential for the
period of Jan 2006 — Aug 2007 for No. 1 dark northern spring (14% protein), Rotterdam, to No. 2 hard red winter
(ordinary protein), Gulf ports, LA.
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Table 12: Wheat Flour Impact Analysis Summary

Monetization Scenario 1% 5% 10%
Est. Commercial Imports (MT)* 19,937 19,937 19,937
Scenario Volume (MT) 199 997 1,994
Est. Total Value of Sale (US$)** at $438/MT $87,322 $436,611 $873,222

*Commercial imports include monetized aid, and are based on a 5 year average
**Sales price estimate is average price per MT for wheat flour during Jan-Mar 2009

5.3 SOYBEAN OIL

Vegetable 0il®® was monetized by CRS in very small quantities, in 2004 (497 MT) and 2005 (340
MT).**BEST does not recommend monetizing soybean oil, because there is a very small
domestic market for soybean oil (see Table 13), and insufficient competition (only one potential
buyer: a single edible oil packaging company).

Supply Summary

Palm oil is Liberia’s primary edible oil, with vegetable oil and soybean oil as the only other edible
oils in demand. National production of palm oil has been approximately 46,000 MT to 47,000
MT over the past five years.®® Edible oil imports are approximately 33 percent of production,
with palm oil imports comprising the largest share of edible oil imports: 13,648 MT of palm oil,
out of a total of 13,722 MT in edible oil were imported in 2008.%° Vegetable oil food aid has
ranged from 1,577 MT to 3,216 MT over the past few years.®’

Table 13: Edible Oil - Commercial Imports (MT)

2005 2006 2007 2008 Total

Edible Oil Imports 15,603 15,671 17,762 13,722 62,758
Of which:

Palm oil 11,816 10,792 16,633 13,648 52,889

Soybean oil 2,131 1,688 295 37 4,151

Source: UN Comtrade

5.4 REGIONAL MONETIZATION

When competition in a commodity market is severely limited, monetization activities in that
market run the risk of introducing or intensifying market distortions, reinforcing those factors
which frustrate the development of an open and fully competitive market, thereby contributing to

% The data do not specify which type of vegetable oil was monetized previously.
% CRS 2008 Bellmon

% USDA-FAS

 UN Comtrade

®7 Ibid
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either excessive profits or barriers to entry. By denying producers and consumers the
opportunity to operate within a competitive market, the monetization activity over time could lead
to reduced national economic efficiency and assign indeterminate costs to producers and
consumers. Monetization in such a market would be contrary to the legal prescription of the U.S.
agricultural legislation which requires that monetization does not introduce local market or
production disincentives.

Regional monetization (RM), or third-country monetization, can offer a legally-compliant
alternative for awardees who find themselves operating in a country with less than fully
competitive domestic commodity markets. RM provides awardees with the option of selling into
a market where there is sufficient competition among buyers in order to increase the likelihood
that bids will be at or near import parity. With competition, there is increased assurance that the
monetization will not distort the market and will generate higher revenues than if the
monetization is conducted in a domestic market with limited or no competition. RM can generate
greater revenue for food security activities and thereby increase the efficiencies of the FFP
program. It also provides the CSs with a fallback position if a commodity that was initially
recommended for monetization becomes unviable at a later date due to changing market or
policy conditions.

Because of highly limited competition and low imports of likely Title Il commodities in the
Liberian market, RM is a reasonable option.

FFP 2009 Guidelines for Regional Monetization

Monetization in the recipient country is preferred over monetization in a “third” country, a
country where the food security activities will not be take place. If it is not feasible to
monetize in the country where proceeds will be utilized, monetization may be carried out in
another LIFDC in the region, i.e. “third country”. A list of low-income food-deficit countries
(LIFDCs) can be found on FAQO’s web site at http://www.fao.org/countryprofiles/lifdc.asp?lang=en.
If the LIFDC option is not feasible, then monetization may take place in a U.N. classified,
least-developed country (LDC) in the region at http://www.un.org/special-rep/ohrlls/Idc/list.htm. In
the case of “third country” sales, the USAID Mission and/or U.S. Embassy in both the
program country and the monetization country must endorse the plan.’

The appropriate third country or regional market is that market in which one may expect to
receive a price for a commodity that is reflective of the international price. As the final
destination of the commodities sold is indeterminate, the relevant reference to ensure that the
Bellmon “market” conditions are satisfied is that the final negotiated price is comparable to the
import price for that market. In addition, the port facilities of the selected market platform need to
be sufficient to physically accommodate the commaodities.

Monetization in a relatively large port city is preferred because inland freight and other costs will
be assumed by the buyer. The preferred currency in which the transaction would be conducted
would be specified in the offer. While BEST anticipates undertaking a more extensive regional
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market study is planned, data for which should be available at the time the next update is
conducted for Liberia, based on the above criteria, Table 14 provides an overview of the
products and markets that may be considered for RM:

Table 14: Quantities of Select Commodities Imported in Select West African Ports

(5-year average, MT)

Port of Tema

Principle Port (located outside Dakar Abidjan

Accra)
Ghana Senegal Céte d'lvoire
Wheat (durum and non-durum) 2,373,772 5,716,646 3,977,258
Rice (broken and semi-milled) 2,088,867 2,027,159 1,309,088
CDSO 292 501,387 8
Milk Powder (Non-Fat) 51,511 1,216 4,594
Grand Total* 4,514,441 8,246,409 5,290,948
LIFDC v 4 v
Port City v v v
Convertible Foreign Exchange v v v

*Source: UN Comtrade

If RM is selected as an option, a widely-advertised competitive procurement using newspapers,
the internet and radio is recommended. Advertisement should be explicit regarding commaodity
specifications, delivery time range and transaction location, payment terms and required
currency. An auction process using a commodity exchange should be considered. Finally, both
the Mission Director of the RM country and the MYAP country must endorse the monetization.

32
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6. DISTRIBUTION

6.1 INTRODUCTION

The “Bellmon Amendment” requires assurances that a proposed food aid distribution program
would not result in substantial disincentive to or interference with domestic production or
marketing in that country. The extent to which distributed food aid has the potential to result in
disincentive to local production or in disruption of markets rests fundamentally on whether
proposed food aid represents “additional consumption” for beneficiary households, i.e., food
consumption that would not have occurred in the absence of the food aid distribution program.®®
If food aid transfers exceed households’ perceived needs, the beneficiary is more likely to sell
the food aid, reduce market purchases of food and/or increase household farm sales. Such a
response could lower market prices and/or reduce local incentives to produce.

This pre-MYAP distribution analysis outlines the most likely distribution modalities for the
upcoming MYAP cycle and provides Bellmon-relevant guidance and scenarios of possible
coverage, where appropriate, that will help ensure potential impact on production and markets
of such food aid distributions are minimized, and therefore Bellmon compliant. The presentation
of possible distribution modalities and program parameters are based on a review of official
USAID guidance and discussions with stakeholders in the field and in Washington (including
USAID/FFP and current Title Il Awardees (Africare, CRS, Samaritan's Purse), and other
important actors in food security in Liberia. These scenarios are meant to serve as illustrative
guidance rather than as a prescription given that the potential awardees’ MYAP proposals have
yet to be finalized and so are not available to inform the present Bellmon analysis.

6.2 POTENTIAL FOOD AID DISTRIBUTION MODALITIES DURING FY2010-2014 MYAP
CYCLE

There is broad scope and range for an array of Title II-funded development interventions in
Liberia. As outlined in the USAID Food Security Country Framework for Liberia for FY2010-
2014 (FSCF),* the upcoming MYAP cycle will most likely apply two modalities for distributed
food aid to address Title Il program priorities in Liberia: Food for Work (FFW) and Maternal
Child Health Nutrition (MCHN) interventions, likely in the form of a Prevention of Malnutrition in
Children Under Two Approach (PM2A). To help ensure proposed programs will not result in

&8 Ideally, one would conduct household surveys to assess whether or not food aid would represent additional
consumption. However, because household surveys are both extremely expensive and time-consuming, proxy
indicators of ‘additionality’ can be used to assess the potential for leakage. This is the approach taken in the present
analysis.

%9 USAID Food Security Country Framework for Liberia for FY 2010 — FY 2014. Food and Nutrition Technical
Assistance |l Project (FANTA-2), Academy for Educational Development (AED), Washington, DC, 2009.
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substantial disincentive or market disruption, presented below are: (1) a set of key
considerations for all distributed food aid interventions in Liberia, and (2) an outline of general
guidelines for each of these two most likely modalities. This analysis focuses special attention
on PM2A for three reasons: (1) it is an evidence-based MCHN intervention designed to promote
long-term human capital outcomes, and therefore a logical focus of any non-emergency Title Il
program wherever a MCHN intervention is warranted; (2) because PM2A is a new method, not
only is there need for broad-based understanding of program design among key decision
makers, but probable room for adjustment in ration design among potential awardees; and (3)
most important for the present analysis, because it is designed to prevent malnutrition rather
than recuperate children and mothers who are already malnourished, it has greater potential to
over-provide food rations, which could potentially cause Bellmon concerns.

6.3 KEY CONSIDERATIONS FOR ALL DISTRIBUTED FOOD AID INTERVENTIONS IN
LIBERIA

Finding the Right Balance Between Title Il Food and Cash Resources

For distributed food aid in Liberia, as in any other development program, the volume of
distributed food rations should be calibrated based on the cash resources necessary to fund all
of the inputs required to obtain desired program impact. These resources include staff, non-food
ration health and nutrition services and inputs (community health volunteers, preventive and
curative medicines, etc.), and ongoing Monitoring and Evaluation (M&E), etc. In the case of
PM2A, these necessary cash inputs may be greater than in other direct feeding interventions.

Each direct feeding program will involve different levels of food and non-food costs. The BEST
Team tabulated estimates for program scenarios to illustrate the potential monthly food cost per
beneficiary household. Applying the standard food distribution ration formula used by the WFP
for FFA, and BEST calculations for PM2A, the estimated costs of providing monthly rations to
each beneficiary household in Liberia are presented in Table 15. The estimates show that it
would cost $22.74 for FFW, while PM2A with both individual mother/child and household rations
distributed year-round would cost $11.63, whereas if mother/child rations are distributed year-
round but distribution of household rations to all PM2A-eligible households is limited to lean
season months, PM2A would cost an average $7.31 per beneficiary month.
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Table 15: Estimated Cost of Monthly Rations, by Modality, for Liberia ($)

PM2A™ PM2A

EEWT (mother/child ration plus (mother/child ration year-round but
household ration year- household ration limited to lean
round) season)

$22.74 $11.63 $7.31

The non-food ration cost per beneficiary household for implementation of each distribution
program will vary widely depending on, among other things, awardees’ capacity, beneficiary
coverage and the level of integration of program interventions. Non-food ration costs are
excluded for purposes of this illustration. The full cost estimates could be considerably different
from those presented in the table. Both PM2A and FFW interventions are expected to play an
important part of a much broader and integrated development intervention and, therefore, it is
infeasible to accurately estimate such costs. 2

Local Diet Should be Considered in the Selection of Appropriate Commodities for
Distribution

Beneficiaries are more likely to optimize the food aid as designed if the commodity is culturally
acceptable and/or the distribution is accompanied by nutrition education and awareness.

Rice is the basic staple in Liberia. A survey of the 2005 harvest found that rice is produced by
the majority of food crop-producing households (71 percent) and largely consumed out of own
production (also an average 71 percent), though 81 percent of households also must purchase
rice on the market to meet their rice needs. Cassava is the second most important food crop —
with nearly 67 percent of farmers planting, and 57 percent consuming cassava from own
production. Vegetables and other tubers are reported less frequently, and groundnuts and
pulses are hardly reported at all, with the exception of one county in the traditional breadbasket
(Lofa) (CFSNS 2006).

Timing of Ration Delivery is Critical

Food distributed during the lean season is more likely to be consumed by beneficiaries,
therefore minimally disruptive (if at all) because of shortages of household stocks combined with

" Based on a monthly ration of 63.13 kg per household of six persons and consisting of bulgur (50 kg), yellow split
peas (10 kg) and vegetable oil (3.13 kg).

" For illustrative purposes, BEST assumed the following about the size and composition of the PM2A rations:
Individual monthly rations of 6 kilograms of Corn Soya Blend (CSB) for pregnant and lactating mothers and 3
kilograms of CSB for children 6-24 months. Monthly household rations of 13 kg per household based on a household
of 6 persons, and consisting of bulgur (10 kg), lentils (2 kg) and vegetable oil (1 kg) distributed either year-round or
during a six-month-long lean season. The calculations underlying these estimated ration costs are detailed further in
Annex 9.

2 For a discussion of food ration versus non-food ration costs in a PM2A program, please see Maluccio John and
Cornelia Loechl. 2006. “Preventive versus Recuperative Targeting of Food Aid: Accounting for the Costs” accessible
via http://www.fantaproject.org/pm2a/IFPRI _R2 0306.pdf
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high market prices. The high variability of staple prices between seasons affects household
income and consumption. The lean season in Liberia is generally a six-month period between
May and October. Please see Annex 2 for a seasonal agricultural calendar for Liberia, and
Annex 5 for details about seasonal variations across regions and commodities.

Where food aid distribution is viewed as either a short-term and/or unreliable source of food,
subsistence farmers will be less likely to adapt planting decisions in response to distributed food
aid rations. Informants noted that occasionally beneficiaries sell a portion of the food aid ration
at the local market in exchange for more preferred commodities. During June 2009 in-country
market visits and surveys, no Title Il commodities were found in the marketplace. However, the
sale of considerable quantities (estimated at between 10 and 20 percent of local market total
volumes) of bulgur wheat distributed by WFP were observed during BEST market visits.
Surveys for the Liberia Market Review 2006-2007 also found substantial food aid commodities
in markets across the country, both at retail and wholesale level.”? The main food aid
commodities for sale were bulgur wheat, split peas, vegetable oil and CSB (corn soy blend).
Bulgur wheat was sold at L$5 per pound, which was about half the price of ‘country’ and ‘butter’
rice. CSB was sold at about L$15 per pound, while split peas went for L$7.50 per pound. During
the field visits, bulgur wheat was found in 19 out of the 21 markets surveyed; the only
exceptions were Gbarpolu and River Gee. It was sold by more than ten retailers per market in
Bong, Grand Cape Mount, Lofa, Montserrado and Nimba. Most of the food aid commodities
reached markets through either individual beneficiaries (returning IDPs, refugees from camps
inside and outside Liberia, participants of FFW activities) selling or exchanging them for other
goods or the diversion of rations meant for school children and the nutritionally vulnerable
between the port of entry and distribution point.”

Sufficient Staffing for Effective Implementation is Essential

While effective staffing and oversight should be a key component of every food aid program,
given the degree of corruption which currently permeates Liberian civil society, future MYAPs
must program for sufficient staffing to guarantee sufficient oversight of program operations,
including those programs that depend upon implementing partners.

6.4 GENERAL GUIDELINES TO ENSURE PROPOSED FFW AND PM2A PROGRAMS WILL
NOT RESULT IN PRODUCTION DISINCENTIVE OR MARKET DISRUPTION

6.4.1 Food for Work

The intent of FFW is to create food-wage employment during slack periods when rural
unemployment increases. The rise in unemployment results in lower rural incomes at precisely
the time of year when staple prices tend to spike because of food shortages in local markets.

S WFP VAM LMR 2006-2007
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FFW activities may vary but, in Liberia, will likely focus on activities to support the clearing and
preparation of swamplands for cultivation, and to support kuu labor activities” at critical phases
of the cultivation cycle. Wage payments are generally made in-kind rather than in cash. If
designed correctly, this practice can stabilize the price of staples in the market and improve food
consumption and nutrition of participating households. If designed and implemented
appropriately, FFW can also increase productivity on semi-subsistence farms.”

Key considerations to ensure Bellmon compliance of proposed FFW programs

To encourage self-targeting and avoid drawing labor from other agricultural production or
livelihood activities, the income transfer value of the ration should be set at slightly less than the
prevailing rural wage. It may also be appropriate to include slightly less preferred but still
culturally-acceptable commodities in the FFW ration. If the value of the FFW ration is too high, it
can disrupt local labor markets by attracting more laborers and the food may not benefit the
most needy individuals, women and families. Inclusion of a food used commonly in child feeding
may also help in self-targeting women.

Timing of food distribution is critical. FFW commodity distribution will be less disruptive if
distributed during the lean season rather than during the harvest season. Indeed, by increasing
the demand for labor at the time when staple prices typically spike, careful timing of food wage
payments under FFW can help smooth consumption of food insecure households. During the
lean period, rural households, especially 